








_Honorable Mayor
Members of the City Council
City of Orland, California

Other Mafters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's discussion and
analysis, pension liability and contributions schedules, other postemployment benefits plan schedule of funding progress,
and the respective budgetary comparison information of the general and major funds as listed in the table of contents be
presented to supplement the basic financial statements. Such information, although not part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational, economic, or historic context.
We have applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial
statements. We do not express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Management has omitted management's discussion and analysis that accounting principles generally accepted in the
United States of America require to be presented to supplement the basic financial statements. Such missing
information, although not a part of the basic financial statements, is required by the Governmental Accounting Standards
Board who considers it o be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. Our opinion on the basic financial statements is not affected by
this missing information.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise the
City of Orland’ basic financial statements. The combining nonmajor governmental funds financial statements are
presented for purposes of additional analysis and are not a required part of the financial statements.

The combining nonmajor funds financial statements are the responsibility of management and were derived from and
relate directly to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United States of America. Inour
opinion, the combining nonmajor funds financial statements are fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 1, 2017 on our
consideration of the internal control over financial reporting and on our tests of compliance with certain provisions of
laws, regulations, contracts, and grant agreements and other matters. The purpose of that report is to describe the
scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering internal control over financial reporting and
compliance.

Hancelle & Company

Certified Public Accountants
Sacramento, California
December 1, 2017















CITY OF ORLAND
Balance Sheet
Governmental Funds
June 30, 2017

Assets
Cash and investments
Receivables
Internal loans
Notes and interest receivable
Total assets

Liabilities
Payables
Deposits
Deferred revenue
Internal loans

Total liabilities

Fund Balances
Nonspendable
Restricted
Committed
Assigned
Unassigned

Total fund balances

Total liabilities and
fund balances

Other
General Development Governmental
Fund Impact Fees Funds Totals
$ 770,326 $ 2,149,542 $ 1,172,649 $ 4,092,517
521,913 - 93,063 614,976
133,528 - - 133,528
- - 6,432,652 6,432,652
$ 1,425,767 $ 2,149,542 $ 7,698,364 $ 11,273,673
$ 23,455 $ - 3 - $ 23,455
33,518 - - 33,518
- - 6,432,652 6,432,652
451,458 - 29,300 480,758
508,431 - 6,461,952 6,970,383
133,528 - - 133,528
33,517 2,149,542 1,159,545 3,342,604
163,616 - - 163,616
442,756 - 106,167 548,923
143,919 - (29,300) 114,619
917,336 2,149,542 1,236,412 4,303,290
$ 1,425,767 $ 2,149,542 $ 7,698,364 $ 11,273,673

The accompanying notes are an integral part of these financial statements















CITY OF ORLAND

Proprietary Funds

Statement of Revenue, Expenses, and Change in Net Position
Year Ended June 30, 2017

Business-type Activities Total
Industrial Building Enterprise
Water Sewer Sewer Official Funds
Operating Revenue
Charge for services $ 1,388,450 $ 1,037,258 3 44,780 $ 216,478 $ 2,686,966
Total operating revenue 1,388,450 1,037,258 44,780 216,478 2,686,966
Operating Expenses
Personnel costs 455,534 400,440 8,288 88,241 952,503
Maintenance and operations 442.116 344,792 1,642 28,771 817,321
Administrative allocation 120,856 86,708 7,503 - 215,067
Depreciation 53,520 39,475 14,715 - 107,710
Total operating expenditures 1,072,026 871,415 32,148 117,012 2,092,601
Operating Income (Loss) 316,424 165,843 12,632 99,466 594,365
Nonoperating Revenue (Expenses)
Investment earnings (expense) 217 356 343 89 1,005
Other revenue (expenses) {61,278) (19,587) - - (80,865)
Total nonoperating revenue (expenses) (61,061) (19,231) 343 89 (79,860)
Change in Net Position 255,363 146,612 12,975 99,555 514,505
Net Position - beginning 1,259,782 542,168 213,035 (146,267) 1,868,718
Net Position - end of year $ 1515145 $ 688,780 $ 226,010 $ (46,712) $ 2383223

The accompanying notes are an integral part of these financial statements
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CITY OF ORLAND
Notes to Financial Statements
June 30, 2017

Major Funds
The following are the City's major funds this year:

» General Fund - this fund is used to account for the general operations of the City, and is used to
account for all financial resources except those required to be accounted for in another fund.

» Development Impact Fee Fund - this fund is used to account for fees collected from builders and real
estate developers for the impact of creating additional burdens and charges to various city
departments for additional police, fire, parks, recreation, public works, streets, and administrative
services as an end result of their projects.

Measurement Focus

Measurement focus is a term used to describe “which” transactions are recorded within the various financial
statements. Basis of accounting refers to “when” transactions are recorded regardless of the measurement
focus applied. The government-wide statement of net position and the statement of activities, and both
governmental and business-type activities are presented using the economic resources measurement focus.
The accounting objectives of the economic measurement focus are the determination of operating income,
changes in net position (or cost recovery), financial position, and cash flows. All assets and liabilities
(whether current or noncurrent) associated with their activities are reported.

In the fund financial statements, the “current financial resources” measurement focus or the “economic
resources” measurement focus is used, as appropriate. All governmental funds utilize a “current financial
resources” measurement focus. Only current financial assets and liabilities are generally included on their
balance sheets. Their operating statements present sources and uses of available spendable financial
resources during a given period. These funds use fund balance as their measure of available spendable
financial resources at the end of the period.

The proprietary fund utilizes an “economic resources” measurement focus. Propnetary fund equity is
classified as net position.

Basis of Accounting

In the government-wide statement of net position, and in the statement of activities, both governmental and
business-like activities are presented using the “accrual basis of accounting.” Under the accrual basis of
accounting, revenue is recognized when earned, and expenses are recorded when the liability is incurred and
the amount of obligation is ascertainable. Revenue, expenses, gains, losses, assets, and liabilities resulting
from exchange and exchange-like transactions are recognized when the exchange takes place.

in the fund financial statements, governmental funds are presented on the “modified accrual basis of
accounting.” Under this modified accrual basis of accounting, revenue is recognized when “measurable and
available.” Measurable means knowing or being able to reasonably estimate the amount. Available means
collectible within the current period or soon enough thereafter to pay current liabilities. Revenue which is
susceptible to accrual includes property taxes and special assessments that are levied for and due for the
fiscal year and collected within 60 days after year-end. Licenses, permits, fines, penalties, charges for
services, and miscellaneous revenue are recorded as governmental fund type revenue when received in cash
because they are not generally measurable until actually received. Revenue from taxpayer assessed taxes,
such as sales taxes, are recognized in the accounting period in which they became both measurable and
available to finance expenditures of the fiscal period. Grant revenue, which is normally reimbursements of
expenses under contractual agreements, is recorded as a receivable when earned rather than when
susceptible to accrual. Generally, this occurs when authorized expenditures are made under the grant
program or contractual agreement. Expenditures are recognized when the fund liability is incurred, if
measurable, except for unmatured interest on long-term debt in the governmental funds, which is recognized
when due.
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CITY OF ORLAND
Notes to Financial Statements
June 30, 2017

Payment must be made in one instaliment, which is delinquent if not paid by August 31 of the fiscal
year. Significant penalties are imposed by the county for late payments. The City has elected to
receive the City's portion of the property taxes from the county under the State’s Teeter Plan program.
Under this program, the City receives 100% of the City's share of the levied property taxes in periodic
payments with the county assuming responsibility for the delinquencies.

» Tax Levy Apportionments - due to the nature of the City-wide maximum levy, it is not possible to
identify general-purpose tax rates for specific entities. Under State legislation adopted subsequent to
the passage of Proposition 13, apportionments to local agencies are made by the county's auditor-
controller based primarily on the ratio that each agency represented of the total City-wide levy for the
three fiscal years prior to fiscal year 1979.

» Property Tax Administration Fees - the State of California FY 1990-91 Budget Act authorized counties
to collect an administrative fee for collection and distribution of property taxes.

Revenue and Expenditures

Substantially all governmental fund revenue is accrued. Property taxes are billed and collected within the
same period in which the taxes are levied. Subsidies and grants to proprietary funds, which finance either
capital or current operations, are reported as nonoperating revenue. In applying GASB Statement No. 33 to
grant revenue, the provider recognizes liabilities and expenses and the recipient recognizes receivables and
revenue when the applicable eligibility requirements, including time requirements, are met. Grant resources
transmitted before eligibility requirements are met are reported as advances by the provider and deferred
revenue by the recipient. Operating income in proprietary fund financial statements includes revenue and
expenses related to the primary continuing operations of the fund. Principal operating revenue for proprietary
funds is charges to customers for sales or services. Principal operating expenses are the costs of providing
goods or services and include administrative expenses and depreciation of capital assets. Other revenue
and expenses are classified as nonoperating in the financial statements. When both restricted and
unrestricted resources are available for use, it is the City's policy to use restricted resources first, and then
unrestricted resources as needed. Expenditures are recognized when the related fund liability is incurred.

Note 3 - Stewardship, Compliance, and Accountability

Budgetary Information
The City follows these procedures annually in establishing the budgetary data reflected in the financial
statements:

1. The City Manager submits to the City Council a proposed draft budget for the fiscal year commencing
the following July 1. The budget includes proposed expenditures and the means of financing them.

2. The City Council reviews the proposed budget at normally scheduled sessions which are open to the
public. The Council also conducts a public hearing on the proposed budget to obtain comments from
interested persons.

3. Prior to July 1, the budget is adopted through the passage of a resolution.

4. From the effective date of the budget, which is adopted and controlled at the department level, the
amounts stated therein as proposed expenditures become appropriations to the various City
departments. The City Council may amend the budget by resolution during the fiscal year. The City
Manager may authorize transfers from one object or purpose to another within the same department,
and between departments within the General Fund. All appropriations lapse at year end.

Economic Dependence
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SEWER UTILITY FUND

Non-depreciable Assets:
Land
Construction-in-progress

Depreciable Assets:
System infrastructure,
improvements & equipment

Accumulated Depreciation
Depreciable assets, net

Total capital assets, net

INDUSTRIAL SEWER UTILITY

Depreciable Assels:
System infrastructure,
improvements & equipment
Accumulated Depreciation

Total capital assets, net

BUILDING OFFICIAL FUND

Depreciable Assets:
Vehicles and equipment
Accumulated Depreciation

Total capital assets, net

CITY OF ORLAND
Notes to Financial Statements
June 30, 2017

Beginning Additions/ Retirements/ Ending
Balance Completions Dispositions Balance
$ 8,580 $ - $ - $ 8,580
- 13,039 - 13,039
8,580 13,039 - 21,619
1,718,607 1,013,215 - 2,731,822
(778,073) (39,475) - (817,548)
940,534 973,740 - 1,914,274
$ 949114  § 986,779 $ - $ 1,935,893
Beginning Additions/ Retirements/ Ending
Balance Completions Dispositions Balance
$ 588,444 §$ - $ - $ 588,444
(448,273) (14,715) - (462,988)
$ 140,171 $ (14,715)  § - $ 125,456
Beginning Additions/ Retirements/ Ending
Balance Completions Dispositions Balance
$ 16,934 § - - $ 16,934
(9,421) - - (9,421)
$ 7513 9§ - - 3 7,513
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CITY OF ORLAND
Notes to Financial Statements
June 30, 2017

Year Ending
June 30, Principal Interest Total
2018 $ 82,144 $ 55,074 $ 137,218
2019 112,816 24,402 137,218
2020 116,697 20,521 137,218
2021 120,712 16,506 137,218
2022 124,862 12,356 137,218
2023-2025 296,870 11,870 308,740

3 854,101 $ 140,729 $ 994,830

Equipment Loan

Lease-Purchase agreement dated September 27, 2016 for the purchase of trucks, excavator/cats, asphalt
equipment, and street sweeper for a total price of $732,791. Repayment of principal and interest is amortized
over 60 months beginning October 1, 2017 with interest at 3% per annum.

Future payment requirements consist of the following:

Year Ending
June 30, Principal Interest Total
2018 $ 101,381 $ 59,551 $ 160,932
2019 139,672 21,260 160,932
2020 144,992 15,940 160,932
2021 150,515 10,417 160,932
2022 156,248 4,684 160,932
2023 39,983 249 40,232

$ 732,791 $ 112,101 3 844,892

Solar Equipment Loan

Lease-Purchase agreement dated June 20, 2017 for the purchase and installation of solar energy equipment.
Repayment of principal and interest is amortized over 15 years beginning June 1, 2018 with a net effective
interest rate of 1.8% per annum after the Clean Renewable Energy Bonds (CREB) Federal subsidy.

Future payment requirements consist of the following:

Year Ending
June 30, Principal Interest Total
2018 $ 40,574 $ 59,555 $ 100,129
2019 97,623 61,916 159,539
2020 98,779 57,902 156,681
2021 99,950 53,840 153,790
2022 101,134 49,730 150,864
2023-2027 523,920 185,276 709,196
2028-2032 613,086 76,149 689,235

$ 1,575,066 3 544,368 $ 2,119,434
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CITY OF ORLAND
Notes to Financial Statements
June 30, 2017

Contributions

The City makes contributions required as the employer. Employee members are required to make contributions
of their annual covered salary in an amount depending upon date of hire. The contribution requirements of the
plan are established and may be amended by CalPERS. Section 20814(c) of the California Public Employees’
Retirement Law requires that the employer contribution rates for all public employers be determined on an
annual basis by the actuary and shall be effective on the July 1 following notice of a change in the rate.
Funding contributions for the Plan are determined annually on an actuarial basis as of June 30 by CalPERS.
The actuarially determined rate is the estimated amount necessary to finance the costs of benefits earned by
employees during the year, with an additional amount to finance any unfunded accrued liability. The City is
required to contribute the difference between the actuarially determined rate and the contribution rate of
employees. For the year ended June 30, 2017, employer pension plan contributions were $467,497.

B. Pension Liabilities, Pension Expense and Deferred Outflows/Inflows of Resources Related
to Pensions s

As of June 30, 2017, the City reported a net pension liability for its Proportionate Share of the Net Pension
Liability of the CalPERS Public Agency Cost-Sharing Plan as follows:

Total pension liability $ 18,999,588
Fiduciary net position 13,996,371
Net pension liability 5,003,217

The City’s net pension liability of its Plan with CalPERS is measured as the proportionate share of the net
pension liability. The net pension liability of the Plan is measured as of June 30, 2016, and the total pension
liability for the Plan used to calculate the net pension liability was determined by an actuarial valuation as of
June 30, 2015 rolled forward to June 30, 2016 using standard update procedures. The City’s proportion of
the net pension liability was based on a projection of the City’'s long-term share of contributions to the pension
plan relative to the projected contributions of all participating employers, actuarially determined. The City's
proportionate share of the net pension liability as of June 30, 2016, the measurement date, was 0.05782%.
For the year ended June 30, 2017, the City recognized pension expense of $611,091.

The City reported deferred outflows of resources and deferred inflows of resources related to pensions
from the following sources:

Deferred Deferred
Outflows of inflows of
Resources Resources
Differences between expected and actual experience $ - $ 7,431
Changes of assumptions - 135,259
Differences between projected and actual investment earnings 686,665 -
Change in employer's proportion 150,713 3,370
Differences between employer's share of contributions - 169,981
Pension contributions subsequent to the measurement date 467,497 -

$ 1,304,875 $ 316,041

Recognition of Deferred Outflows and (Inflows) of Resources in Future Pension Expense is as follows:
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REQUIRED SUPPLEMENTARY INFORMATION

(unaudited)















CITY OF ORLAND
Required Supplementary Information
Budgetary Comparison Information (unaudited)
General Fund
Year Ended June 30, 2017

Variance with

Final Budget
Budgeted Amounts Actual Positive
Resources (Inflows) Original Final Amounts (Negative)
Property taxes $ 908,002 $ 908,002 $ 798,633 $ (109,369)
Sales taxes 1,766,961 1,766,961 1,673,055 (93,906)
Sales taxes - Measure A - - 156,968 156,968
Motor vehicle in-lieu 588,845 588,845 591,411 2,566
Franchise taxes 125,000 125,000 132,914 7,914
Transient occupancy taxes 68,000 68,000 55,301 (12,699)
Licenses, fees & fines 21,000 21,000 20,167 (833)
Fees, fines and forfeitures 30,000 30,000 35,648 5,648
Glenn County Library support 64,800 64,800 65,680 880
City of Willows Library support - - 68,895 68,895
Real property transfer tax 16,000 16,000 22,188 6,188
HOPTR 7,500 7,500 7,978 478
Charge for services 137,000 137,000 191,396 54,396
Use of money and property 54,000 54,000 50,217 (3,783)
Administrative allocation 215,067 215,067 215,067 -
Other revenue 8,000 8,000 23,907 15,907
Proceeds from new financing - - 1,054,210 1,054,210
Amounts Available for Appropriation 4,010,175 4,010,175 5,163,635 1,153,460
Charges to Appropriations (Outflows)
5010 City Council ‘ 44 917 44 917 56,616 (11,699)
5050 City Manager 222,777 222,777 198,178 24,599
5020 City Clerk 118,474 118,474 119,643 (1,169)
5030 City Finance 110,885 110,885 163,944 (53,059)
5040 City Attorney 58,258 58,258 62,397 (4,139)
5070 City Building - - 31,966 (31,966)
Code Enforcement - - 42,889 (42,889)
5090 Public works - - 23,648 (23,648)
5060 City Planning 132,875 132,875 100,858 32,017
5110 City Police 2,006,824 2,006,824 2,092,293 (85,469)
5120 City Fire 195,635 195,635 226,902 (31,267)
5160 City Engineer 52,367 52,367 21,589 30,778
5170 Streets and storm drains 17,394 17,394 16,402 992
5190 Building maintenance 104,530 104,530 145,350 (40,820)
5200 City Library 343,665 343,665 351,380 (7,715)
5250 City Park Maintenance 141,931 141,931 188,742 (46,811)
5260 City Recreation 295,550 295,550 270,892 24,658
5261 City Pool maintenance - - 72,946 (72,946)
6261 Grants administration 4,911 4,911 2,331 2,580
Capital expenditures - 489,206 618,307 (129,101)
Other expenditures - - 567 (567)
Total Charges to Appropriations 3,850,993 4,340,199 4,807,840 (467,641)
Excess (Deficit) $ 159,182 $ (330,024) $ 355,795 $ 685,819
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